U. S. Families and their Purchasing Power in 1953
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. by Selma F. Goldsmith 5/ '

Income Distribution

in the United States, 1950-53

INCOME of American Jami-
liea was $272 billion in 1954,

number of family units from
50% million to elmest 51 mil-

or slightly more than the aﬁ-

te for 1055, It stahbil-
ity reflected tha various
forces, reviewed in provious
isenss of the Survey, that
supported the flow of per-
gonnl income during the re-
cent business rendjustment.
Beeanse of the reduction in
Federal individval | income
tax rates, incoma after Fad-

Thiv article brings up-to-dxte the size dlstclboilons of family
income thai were inkliated by the Office of Buslness Econemice
in B smpplement to the Surrey of Current Brsiness, “Income
Disiributten in tha Undted Siates, by Slee, 1H4-50." (U, 5,
Govermment Pristing Office, Woshingtan 25, D, C,, 1883, prics
&% vanta,) X prosenie tevigod extimates for 1950 and new eui-
matea [or 1951 amd 1953, ‘Their derivadien ia desecibed bhriefy
at the pud of the arlicle. For a detsiled discwsalon of dofnkilvns
and sauresa gnd metheds, and aleo for back-yaar data, tha resder
i referved to the Incema Distlbution smpplement.

lion. Before-tax avasrage in-
come was $6,330 in 1654,
differing little from 1953,

Toking inie account the
moderats riss slown by avail-
tble price indexes for con-
sumer goode and services, it
nppears that the resl ofter-
tnx income of the average
Ameriean Tamily was about
the same in the 2 yenrs.

The real purchaging power

era) tax liability incressed hy
#4 billion over 19563, renching
e mﬁb‘;ﬂf an’ after-tax family income of

A T ]l an nw r j
$4,820 inp;ﬁ*!. The term fmuly‘ ia used to include un-
nbtached individuale as well rs multiperson families in this
article, exceph whera it is neceseary to distinguich these two
groups. 'The relativa increase over 1953 in average income
wis smaller than that in totol income becanse of 4 rise in the

of the avarnge American fam-
ily in stendily over
moat of tha postwir peried through 1853.  As compared with
192%, which provides a convenient prewar bonchmark, the
increass in avernge real income afier Federsl income toxes
was roughly 30 percent. Om a per capita basig, the increase
wes bigher—about 40 percent—eines the size of the family
was larger 36 years ago than at the present time,

Income Distribution in 1953

Tha frontispiece and table 1 show the 1953 distribution of
American families and of their total income by broad family
income brackets. These f are proliminary., The last
comprokensive source matorial £ mg the size distribution
of income refers to 1951 ond only sample data are available
for 1953. Similady, $he estimetes of tax liability are tento-
tive. ‘They are extrapolated from 1951 tax returh informa-
tion on the bagis of changes in stotutory tax rotes and
setimates of total tax liehility derived from tax collactions.

1954 distribution similar

Altho these sstimntss apply specifically to 1053, they
san be token as representative alep of the broad struciure
of the consumer market in 1954, This is suggested by tha
gsimilarity of tha income figures for the 2 years, both on an
ﬁrﬂg&tﬂ and av basis, and by the stability in the

tive distribution of invorne throughout the postway period,
which is ons of tha major findings of this report. However,
the impact of tha Federol income tax was somewhet smeller in
1984 thon in 1953 because of reduetions nveraging about 10

MNOTE—AZLMA F. GALGAMITH I8 A MEMEEER OF THE NATIONAL IN-
At pIVIgLOM, OFFILE OF DUBIHEER BOGHOMICA.

pereant in statutory tax rates ond becsuso of yevisions intro-
duced in the Internal Revenus Code of 1054.

The bars in the bottom aeotion of the cheet show the num-
ber of familice in cach income range. The concentration of
iamilias iz besviest in the middle insoma rengas, althongh a
considergble number are to be found also it the lower incoma
LI0UPS.

The largsst nupaher of familiea are in the $3,000 to $4,000
brackst, o $4,000 to $5,000 range included tha u.verﬂagla
{median) family income, esiimoted at $2,410 in 1953; half
of the families incomes helow and half incomas ahave
this amount. Tho inceme range batwesn §5,000 and $6,000
ineluded the average {mean) income of §5,370.

Eoch of thesa three groups comtained abont 7 million
families. Thus, 21 million, or over 40 percent of the Nation's
50% million consumer units had incomesz from $3,000 to
$6,000. Almos$ 30 percent hed incomes of $6,000 or more,
end about the seme proportion recsived incomes of loss then
$3,000. Certoin factors that should be taken into peeount
in evaluating the position of Jow income groups, such ns the

repondernoce of unaitdacked individuals, will ba reviewed
tet.

As can be seen from the top panol of the charl, the dis-
tribution of income was pitched higher on the income scale

f i)



16 SURVEY OF CUURRENT BUSINESS

than the distribution of families. The lergest smount of
income $1,000 x wos received by the group with
ineomen between $5,000 and $6,000, and a subztanlal pro-
rtion of the income total acarued to the middle income
rockets Adjacent to this gmp. The chart shows concen-
tration of meomes alec in the upper incoma ranges: theze, of
eourse, accounted for a much larger proportion of the total
constner market in terms of incomes than in tarms of the
mumber of faniilies,

Impact of income tax

Becange of taxntion, the distribution of purchesing power
differed from the distribution of before-tnx incomes. In thig
1'&17Itlart. ailowance hes besn mada for the impaet of tha Fedara]
individual income tax, which was the most impertant fnetor
in this connection.

In 1953, total Federsl individuad income tax Hobility was
nhout 520 i:)lﬁmn, or 11 percent of bofora-tax income.  Capital
gﬂ.ina tnxes are excluded from this total because the gains

emeelves are not part of parsonal income, A larger than
proportionnde shoaye of the income t2x wos paid by the high
wmecme groups. For instence, familice in the $15,000 and
over incoma bracket recsived n;;prnxima.t-alj 15 percent of
before-tax income hut accounted for about 35 percent of total
Federal income tax Liability. Effective Federal incoms tax
rates (box liability expressed as & percent of total before-tax
income} incre from & negligibla proportion in the low
brackets to 25 percent in the 515,000 and over group,

In the interpretntion of these rafes several points should
be kept in mind. In the first placs, the 515,000 and over

roup, which is oot broken dowa furiher for 1953 hecavze of
aols of adequate information, represents the combination of
ineoma brackata for which the ineldenes of the Faderal income
tiax is widely different. It isin these brackats that the gradu-
ation of this tax is mest substantial and units bigk wp on the
scale are subjest to tax rotey thet nre much heavier than the

Tohle li—Distribution of Families, Fomily Income, ond Federsl
Income Tax Liaklity, by Family Income Loval in 1953
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averape for the group. In 1951, for instance, families in tha
$50,000 und over group were subject to an effective rate of
4Q percent a8 compmred with n xote of 24 percent for the
%15,000 and over group ne & whola.

Secondly, personal mncome 18 defined to include elements
that are not taxable, anch as certain types of income in kind
and tronsfer payments; also for varioua ressons other forma
of personsl ineccme are not fully Teported on income tax re-
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fuwms. Thus, the effactive rates on personn] incoine shown
heve are somewhat lower than thoss derived directly from tzx
retorns, Turther, thess offective rates re b BYEIagen On
the incomes of fumilies differing widely with respect to
compoaition and size and hence with respoect to tax hability.
Finally, the rotos are avernges on total ineome before de-
duetiops and sxemptions, and net the steeper marginal rates,
implicit in thess averages, to which inerements of incoms
pre subjact. :

Table 2—Familics and Tlhedr Inoomes by Family Ineome Level,

IHT ond 1953
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For the broad income &s shown, the impact of the
Foaderal income tax o5 the patiern of the before-tax
incoma distribution but does not a ita genern] outline,
However, if the $15,000 and c¢ver income group could be
broleeny down forther, i4 would become evident that families
in successively higher positions on the income scale experienca
o marked progressive reduction in their shace of totel after-
tax purchasing powar na compared with their shars of total
before-tox income. In 1951, for exwmpls, families in the
$50,000 ond over income groups received 3% percant of total
belora-tax income but gecounted for only 2¥ percent of
oftar-tax purchasing powar. '

Broad income groups

Additional light ia threwn on consumar income ang pur-
chasing power il the size distibution date ore expressed in o
monter that zerves {6 anmmarize the incomsa poesition of tha
Nuotion's fawiliss relaiive to ench other. This is done in
the ageompanying chars in which families have beea 1nnked
acgording to the mze of their before-tax income nnd divided
into five groups of squal number. For aach proug, and clse
for the top & parcent, the chart showa its percentage share of
tofal before-tax income, of total Federad individunl income
tox lishility, and of totel after-tax incoma.

JFumilies with incomes under $2,300 comprised the lowest
fifth of consumer units in 19563 a.mi received about § percont
of totel before-tax income. The next two proups clso ac~
counted for proportions of before-tax Incomes thet wers
gmalier than their refative numbers, The remaining two
groups received & larger than proportionaie share, with the
top fifth accounting for almost 45 parcent of the income total.

The fndua.tﬂd character of the Federal individual income
tax is shown by thiz presentntion olse. The lowest fifth of
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consumear units was responsible for 1 percent of total tax
liability, in sharp ¢ontrast to the top fifth which aceounted
{or 64 gm-mnt.. Tha relativa pa¥mnm of the top greuvp
would be higher if the ll;ominn of the Federal income tax
relating to capitol goins bad been included,

The affect of the Federal income tax con be seen by com-
E‘umnﬁlm proportions of before= and after-tax incommes.

r oll but the top ﬂou , percentage sharves of after-tox
income were somewhat larger than those of before-tox
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ineome. In contrast the relative shore of the top fifth us
whola was reduced moderately as & consequence of the tnx.

Within thiz group tha effeci of the Fadaral income tax
bacomes more marked at successively higher poinis on the
income scale. For instonce, thes proportion of the top 5
percent of families eompriging units with incomes over
$12,100 wos reduced from slmost 21 o 18 parcent, or by
one-cighth. Lven more subatantial reductions are found in
yot. higher income rangns,

Changes in Income Distribution, 1947-53

Most of the postwar peried was characterized by an
upsweep of moley incomes which yeflaeted in part the ad-
vanee in the price lavel. From 1947 to 1953 total family
incoms, both on a before- and ofter-tax hasis, rose by almost
B0 t. Aversge cwrrent dollor family income, shown
in the necompanying chari, rese by nhout 30 percent, aa the
number of families increased one-eighth over the period.

Curront dollar incomes

Tabla 2, which is on B before-tax basia, shows that the
1947--53 increase in income was widely distributed and re-
sulted i o broad shift of families from the income ;':Itlljlﬁoa
under $4,000 into bigher income braskats, and that a similar

shift oceurred also in the distribution of totel income. Thus
the numbar of families with incomes of less than $4,000 de-
cressed by ons-fifth. In controst, the number with incomes
over $4,000 incrensed by more than 70 pergent and the total
amount of income in this renge increased by mora than 80
roent. As & consequence of the general upward shifi, the
o.r%%s;]t amount of income per $1,000 range wos found in the
55, to $8,000 bracket in 1953, as compared with the
23 000 to $4,000 bracket in the 1847 distribution. )
Tn terms of the major & of conzumer groups ineluded in
the overall distribution, it i& found that the wpward shife
between the two terminal of the comparison reflected
muinly the experience of the nonfarm grsups. The income
of farm operntor familiez underweant considecable fluetuations

Distribution of Family Income, Federal Income Tax, and

After-Tax Income in 1953
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daring this period, and nfter reaching very high levels bath
in 1048 and In 1051 dockined thereafier,

Real incomes

Although in part the ineresss in fomily income from 1947
to 1853 reflected the risa in prices, the growth of renl incomas
wos nlso substential ever the peried. terms of gnte
smounts, resl income (measursd in constont dollers) in-
crensed by one-quorter, both on & before- &nd ofter-tax
basis, and the increase io real income per fnmily s about
10 peresnt. .

Average Family Income

BEFORE - TAX INCOME
OOLLARS
6,000

4,000

2,000

AFTER-TAX INCOME

4,000 [~

1954

1247 1950 1351 1953
T CRMMENT £ CAMMANCE, THICE F WSS hiperamta

It iz apparent thet an slownance for the changing purchas-
ing power of the dollar would greatly dempen the upward
shilt of family units and dollor incomes that is shown in
table 2, However, the constant dollar figures indicate that
thers oceurred an upward shift on the real income scale alsg,

Mnreh 1058

although it was more moderate. This inerense in the num-
ber of relotively well-to-do families is significant from the
staidpoint of evaluating the struoturs of consumer demnnd
since changes in patterns of spending nre to a large extent
dependent on changes in the size of real income.

Relative income changes

The relodive axtent to which different income groups have

red in the rise of income ihat orcurred in fhe postwar
period ia ehown in the nccompanying charé and in table 3,
in which percentage shares of incomes received by sveeessive
fifths of consumer units are given for selesied years, The
easenifinl stability in shares ote-tax meotne for the post
deeade is clenrly shown. Only slight shifie are apparent,
such a8 the fraciional incresse in the relative share of the
thres middle grouna nad the correspondingly small raduotion
in the shore of the top fifth. Seen n.fhmmt tﬁe background of

the major changes in the agmnom‘{ nt bave cccurred since
1044, including demohilization snd reconversion, the postwar
inflation, and the Korsan eonflict, the stability of the relative

income distribution in this period
intersat.! .

It should be emphasized that the stability in relative in-
come distribution shown by these figures doe2 not moon that
ell individual familios lzept their same relniive position on
the income seale a8 incomes incrensed. New fomily units
wers formed snd older ones disnppeared, and mony families
that continued throughout. the decnda chifted their position
in Telation to one anether at the same tHme as the distribu-
tion as o whole shifted wpward nlong with the rise in sverage
incomes.

After-tex relative income shares, shown in the right sec-
tion of table 3, were also essentinlly etable from 1950 to
lﬂﬁﬂmaﬂmreﬂpqnding after-tax esfimaies have not been

rep for carlier years) Rates of individunl income tax
ove chamged over period, and heve resultad in changes
in its untion. These changes, however, huva not besn
Iarge snough to modify significantly the relstive impact of

is a ing of major

the tox cn the income proups shown in the table, and
o more deteiled nnalysis would be necessary t0 bring out
their differential effects,

Tha relative eiza dietribuiion of income during the post-
war pericdl differs from the poiterns observed for the 1930°s
and 1920’s. Comprehensive dota for these earliey peariods
covering all years and all income ranges are not availabls,
bui su inf%mmtion a3 exista indicates that the relative
share of the upper insome ﬁoupa has been significantly
lower in recent years thon in the prewar period.

The reduction has spparently reflected two factors: First
o decrense in the relative importanes in the income tatel o
types of income—such a8 dividends—which aocerue in lnrge
gmporm_ma to the upper incoie groups; second, & re-

uction in dispersion within major ireome types, particular]
wa,ﬁ and salaries. The postwer dota show considerable
stability in the proportions of the mejor mncome types nnd
alao in the dispersion of wages and salaries, snd are in hne-
mony, therefore, with the stability in the relative size distri-
bution of total family income in this period.

L. 'The pabbern of slabEliy hol o the poolym maipgreon By aken by
AL L e SO e L
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Family Groups and Individuals

T]_m great bulle of the 50}{ million sonsnmer units in 19463
congisted of nonfarm funilies. Comprising oll units of two
or mors parsore other thon the farm group, they numbered
more thon 35X million. Faym operntor familiss—all fam-
ilies operating farms whether tenant- or owner-operators—
totaled about 5% million. 'This up includes [ufl-time
farmers ns well ne families whose gl?mng operations repra-
sented only secondary pursuits, Unatteched individuals,
conaisting of ne not Iy with relatives, numbered 9
miliion. About three-fifths of them lived in their own dwel-
ling units, and the remainder as lodgers or servants in

* private homes or in boarding houses and hotels,

T

Summary data relating o these thres broad groups are

shown in table £, The nonfarm femily group received 84

t of total income. Its nverage income was by far the

i l:!apta—:gfﬂﬂ us comparad wi?ha%&,,-lﬁﬂ for form operator
families, $2,680 for unattnched individusls,

In the lipht of these averagss, it is not surprizsing to find
marked differences in the distribution by incore size brackets
gmong the three groupe. Toble 5§ shows the predominance
in the lwer income ranges of unnttached individuals end
farm operntor families, Of the 8 million consumer unjts
with ineomes under $2,000, 4 million wers individunls nad 2
million wers farm families. Nonfarm familiss predomionted
in the middle and upper income mnﬁz. For example, they
comprised more than 17 million of 20 million ¢onsumer
units in the brackeis between $4,000 and $7,500, sand 8
million of she 8% million in the range abhove $7,300.

The disparity in the three income distributions is shown
olzo h¥ the percentagn ealenlations in table 5. Among non-
farm families only 6 percent are estimated to have had
personal incomes under $2,000, and fewer than 20 percent
received incomes under $4,000. For furim families, the cor-
responding percentages wera 37 and 72, and for individuals

Percent Distribution of Before-Tax Family Income

Income
Groups
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46 and 83. In contrast, the proportions of nonfarm families
in the middle and uptpnr incoma brackats were much higher
than thase for farm families and individuals.

Low income groups

These differences among the three component income die-
tributions throw additional light on the sigoificance of the
overall dnia. In particular, they permit & partinl evajuation
of the economic position of consumer units in the low brockets
of the ineome acale.

Table 3.—Metribution of Bn:ti:m- ond AfeereTox Family Incoms,
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While thess bracksts induds large numbars whose Living
atandards ars insdequate, the total nmber in thesa broeloets
may give ab exegzerated view of the exient to which this is
the ense. It is necessary to take aceount of epacisl charac-
teristics which make the income of many low incoms recip-
ients om imperiect measure of their actual sconomie status,

The requirements of individunls, for instance, ars smaller
thoy those of typical multiperson families hecouse ncome is
act usnally shored with other houschold members, Alse,
individuals include large numbers—mostly young persons—
who were not in nedive economic life for all of the yeor and
whoss pari-year earnings, which ars reflected in the siatis-
tice, are not an adequats measura of their astual eommand
over goods and services during the year, :

The following figures are suggestiva of the netars of the
correction necessary to allow for differential reguirements,
In 1953, when income per family {farm and nonform) aver-
aped 56,000, the per capita inenme of these families was
51,880 az compared with an average of 32,630 for individ-

Table 4, —Mater Groupa of Consumer Units in 1953

Blarch 1800

uals. Thus, on a per capite bosis, the relalive position of
{amilies and individunls s actully reversed. Undoubtedly
the per copite figures give too favorable an impression of
the velptive position of individuala since they de neb toke
inte nceount economies of family living, differsnces in the
adult-versns-child composition between the two ups, amd
the higher rates of toxotion to which meny individuals are
subject. Nevertheless, they indicata that o substantial
tllowence for differential neads nnd responsibilities is in order
in zvaluating the income disiribution of this group..

Teble 5—Major Groupse of Consamer Unlita by Family Toocomae
Level in

1953
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In connection with farm operator families, it should be
noted that the 1853 distribution reflects the fact that the
avernpe ineome of the ﬁl;oup in that yaor wis helow its 1951
penls, although higher than in maat athers yenrs of thae post-
war period. }fo-thu-{nﬂn incoxe is inclnded along with net
ineoima from farming in determiniog fomily personnl incoine
for farm operstor iﬂlﬂi&ﬂ.} Thus relatively mora of the
farm femiliss ware concentrated in the lower income ranges
i 1953 than in the perk yeur 1951, For inatanes, ahout 37
percent are estimaded to have roceived incomes below $2,000
in 1953 a8 compared with 31 poreont in 1951,

More bosically, in determining farm family income food
&nd fuel pmduce:i and cona on farms is valued at farm
prices, in conformity with the design of the naiionsl incoma
sccounts, An aliernative valuation sk retail pricss would
have added to farm operators’ incomea snd removed some of
the farm anits from the low incoma ranges.

Table 6. —Family Comipotitiotn in 1952
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Furthermors, it is generally agreed that price levels ars
somewhat lower for ruval than for urben Famailies meinly
becausa of differences in ths regional distribuiion of the two
_ gmﬁpx If allowanes could be made for chis foctor, the

result would also be some reduction in the number of low
income farm families reletiva to that of nonform units.

An additional specific factor which should be talen into
sccount is that, on the average, ferm familiee sre probably
suhject to lower sffactive rates of taxotion than the nonfaam
groups. Mora . thers are such subeiantial diffar-
ences betweon rural urban modea of living thaé it is vary
diffien/t t6 malke meapningfir]l comparisons of cconomic statue
betwesn these groups.

Some of the factora which have been reviewed affect the
distribution of ponform families also, but their quantitative
importancs 13 much smaller. For instance, the presence of

b=yena an affecta the interpretation of the nonfarm
amily distribution, sines soma young couples that are in-
cluded in the Jow rapges of thaé distribution did net have
independent economis status throughout the yenr. Also,
differential nesds and responeibilities that have been men-
tioned in copnection with individusls, must be token into
accoutrs in the case of multiperson familics as wall, Infor-
mation contained in éable 8 throws some light on thiz poing.

This tahle summarizes information on the composifion of
families in sach quintils, derived from sample datn collested
by the Buregu of the Census in o fisld survey of 1952 family
incomes, Although bozed on nsomewhat different definition
of income, brond mferences be drawn with regord to
corresponding fifths of familica shown in this study.

Particularly relevant in the present connection ere the
dota relating to the nvernge eize of family, the proportion of
families without children, and the nge of the family head, It
can be scen that the average family size is substantially
smeller in the lowsst fifth than hipher on the income seals;
that the preportion of families without any children is largest
in the botiowm group; nnd that the nverage sge of the family
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head is also t in that fifth, All thesa focts make it
raasonable to infer thot family needs and responsibilitica were
ameller on the average among the low income groups then in
the higher incomes ranges, and that the distribusion of multi-
persoa fomily ineomes, as well s that of unattached indi-
viduals, should ba interpreted with thia in mind,

The pravalenca of mulﬂlzs in the bottom group draws
attention to another factor which i relevant in the case of
individusls as well.  The sconomic etatus of ratired peopla is
not always messured comprehensively by their current in-
come beootse they plan aa a matter of course to supplement
such inesmas by accumulated snvin%’m )

Furthermors, thers is considerable turpover in the low n-
come g‘?)upa, both smong multiperson fnmilies nnd individ-
unds. This turnover reflegtz on the one hand such factors as
tamporary sickness, unemployment and business loss, and,
an the other hand, the passing vp nod down bhe ingome scols
that is part of the normal sconomic life-cycle of the typical
famnily unit.

Taop income groups

I'n peneral, turnovar of this typa causes a wider disparsion
of incomes measured on nu anniel basis thaa would be shown
by an income distribution in which income receipts were
summed over a number of comsecutive years. ns, the
number of families in the higher, ag well as in the lower, ib.
coIne riages i SLY givet yeor is composed partly of units
thnt ore loeated thers only orazily.

In the interpretetion of the statistics for uppar income
groups other characteristica of the income definition should

e kapt in mind as well. Most important, perhaps, is the
fact that copital gains and losses nre not counced as part of
personanl income, and that tha earnings of stockhplders are
measured by thair dividend rec:zifpt.s, without taking inte
gecount chonges in their shore undistribated corporate
earnings,

Technical Note

The main source materiale on which the estimates of in-
como size distribution ars baead are the statistics from
Fedaral incividoal ingome tax returns propared in summary
form by the Internal Revenue Service, snd the sample data
on family incomes collected in annusal field surveys of the
Burenu of the Census and the Federal Reserve Board. ‘The
incorng gize distribution series presented here for the period
threugh 1951 were derived by & aystemntic combination of
these two saia of atatistica. As port of tha integration pro-
cedure the bn.sicfdat.n ware udiugkm that the totals for the
various types of income—wages snlarieg, NONEOYPOYLLL
businesa l{woma, dividends, ete.—would ogree with the inde-
mdmtly estimated totals included in the Office of Business

nomics eﬁgﬁl‘ﬂgﬂl‘.a personal incoms series. .

A dotailed description of the methods of combining and
sdjusting the tax return and semple survey statistics to
derive the income distribution sstimnaies for 194447 is in-
cluded in “Income Distribution in the United Staies, by
Bize, 1944-50" (U, 8, Government Printing Qffice, Waehing-
ton 25, D, C., 1053, price 85 cants.) ?  The following deserip-

2. 1t nany be eoted thak rovislons bave pot bom ooodo b Eee 104447 aleo distrlbulion aerdoy
i oiibo kg rovhied rillmnkes Jor lﬂnem ulu.{muntn ?mm'l.lﬂma atid 1ke Hhki-
tnent tmmt have - baon Eragured sl nt. be-tha Incorno THEE bk o0 o
Mand, ot of rerlfoRe wore $nal] and In of ibo Jokalead alabintiol LiTi
L] Dﬂn‘lmﬁllnkaludhhl and tha milnor chenpes that ocald boantidpalsd, dﬂ:ﬂ‘
Yooy wyrtharlba b rov bee Ebo distribat bonoer les for Cnls perbod. T gt foor e !I*

ﬂmnﬁlh-m!mm tmiah for 1944 md 1847 whish ware rodoosd by abrout $1 b1 [
fhe ales dleiribullon serios ¢verstotos somiowhat the coenomlbe wntus of temens I twn
Yearn,  Por other of frecomp 1he reelrlons were mush smallcr, and fe- bokal fomily por-
vl knooneg thoy did Do exceed 6500 tullion or fera thom 8 poroent of tha ksl

tion relates to the eslimates of income size distribution for
later yenrs.

Before-tax distributions for 1950 and 1951

As deseribed in the Income Distribuéion supplement, the
Lagic procedure used w0 derive income size distribution esti-
mates for nonfarm familiee nnd unattached individuals for
1044-47 involved the following main steps: (1) The deriva.
tion from consolidated Federal individual income tax retnrns
of & distribution of individus] esrnave by size of their w
salary or nenfarm endrepreneurial cornings; (2) the comhbino.
tion of these individuel carners into fomily units clessified by
sizga of family enrnings, based on relutionshipa between indi-
vidual and family earnings determined from the Census
Burean sample evrvey date; and (3) the addition of othar
types of incoma to family snrmings to obiain the distribution
af nonform families hy family persomal incoma level.

For 1950 and 1951, a eomewhet diferent integration of the
souree mataerial was suggested by two comsiderations. In
the fimt place, the apilibim:.umﬂ provision mtroduced for
Federal income tax returns in 1048 led to » sizoblo incrosse
in the number of two-ingome joins returna of hushands and
wives which would require separation under step (1); many
couples formerly filing two sepnrate returns reported their
combined income on o joint retwrn once the split-income
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provision wont into offeet. In view of the lack of adequats
ip-to-data information for separating these returns o method-
elogy which would omit this step scemed in exder.

A second reason for amending the esrlier procednre wae
the lack of current sample survey data on ths relationships
between individual sorner distributions snd family earnin
distributions, such ns were used in step (2) of the 1944-47
procedure. 'Phe latest Consus Buresu sgmple data that
meluded the necessary cruss-classification of these carnings
statistics referred to 1048, However, more nearly current
dats providing & bridgs bstween tox returns ond fpmiliss
olaasiffed by levels of total income (3. e., induding dividends,
interest, rents ond other iypes of income in addition to
sarmings} were available from the Cansus Buresu spmples.
This suggested n mothodol in which tex returns would
be convertad into family units a6 2 stage where ibe former
wara elassified not by izmls of earnings ns in the eatlier
methedology, but by Jevels of totol incomse.

‘Fhe following is a summary of the major ateps for deriving
the nonfarm family insome distributiona for 1950 and 1951,

Firgt, Federal individua! income Lax returns in ench year,
classified by adjusted gross incoms braclkets in the tebulations
avoilable from the Internnl Revenue Service (IRS), wers
phifted to brackeis rarrumnhng incomn exelusive of net
capital grins. The shiliing of returne reporting such gaina
{and of their incomes cxclusive of zuch m} was based on
IRS tabulotiona for the two yenrs which showed thesa
returns oross-olassified hy ndjusied gross income brackets

_ond by net capitel gnin brackets,’ In the shifting procadure
four major groups of returms distinpuizshed in the IRS
tabulations were treated separately : joint returng of hushands
and wivea, separate returns of husbands, seporate retums of
wives, and single returns,

Second, the returns were combined into fnumily units,
Incomes reporied on separate yeturns of hushands and
wives—a relativaly small proup in this period—were com-

. bined on the bosis of an estimated crose-distribution in
which the husbands were clnsaified by siza of their own
income and cross-classified by size of the wife's income. The
main combinntion step, howevor, wes the addition of the
income of supplementory fomily income reciglieuta {other
thon wives) to that of heads (including hushand-wife
combinetionz).

The combinntion wee nccomplished muinly on tha basis of
an unpublished Ceosus Burceu study in which the 1940
Tederal individual inecome tax returns filed by o sample of
fomily members that were included in the Census Burean's
field survey of farmily incomes for that year wers tabulnted.
Thess tabulations {g) provided digtributions of family heads
{or husband-wifs combinations), snd of supplementary
income recipients, by size of ineome reported on their
income tax returns, with each group further classified by
the number of incomas recipients in the family of which they

-were & part, and (b) cross-classified the supplementory

incore recipients in ench inecome bracket by size of the in-
come of the family head {or husband-wife combinntion}
roportad on tax returne. On the basie of {2}, returns in each
braedat of sdjusted zross income less eapitnl gein wera sub-
divided into the following eight groups: heads of families {or
husband-wifa combinations} with 0, 1, 2, or 3 or tmaic
supplementary income recipients; supplementary income
recipiants in families with 1, 2, or & or more such recipients;
and unatiached individuals.

For fumilies with no sypplamentary inesme recipients—
by for the largest group—and for unattached individuals, the
diztributions required no combination. TFor familiea with

. ‘Tht siatisioal procodumes for oroas-subtrondon famd abo bor crom-Sddidon meotlmed
I]I:;;]n Tdlowing porographo} oo doseslbed oy oo woke £, page 30 of teo Dnggomy CHECH LN
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one gupplemen income recipient, the incomea of ﬁmﬂﬁ
hende {or husband-wife combinations) were combined wit

the incomes of supplementary recipiente on the bnsis ¢f the
information under {3}, For the relntively small groups of
families with two or more supplementery Income recipients,
where the sample date were too scanty to provide adequate
erozs-topulations, the individual ineome recipients were
combined into family units by provedures similor to those
uged ia estlier yeors for com individual earners inte
families, a3 describsd on page 51 of the Incame Distribution
supplement. A combined all-femily distribudion was then
vbtained by adding the distributions for the variows numbay-
of-ineome-recipient groupe. .

The $hird step was to sublract farm ator families
incleded it the fax-retorn-based all-family distribution.
Estimates of the numbers and nmounts of income to be aub-
tracted in ench income brocket (including wmeunts from
nonfarm sources as well as reported net farm ineoma}
were dorived from IRS tabulations of tax returns reporting
propristership income in the farming industry and sample
sntistics piving sovres pattarns of income for farm operators
in worious income brackets. As described in the Incomse
Distribution m;f/ﬁlammt, the zize distribufion series for the
farm pgroup, unlike that for nondarm families, is not besed
on tax return data. )

TFinally, the nonform fomily distribution in each yaar wus
ndjusted to ndd families not filing tax returns aad types of
income not coverad on returns, and also to adjusé reported
pmonnis of meone &0 88 to agres with the control totals
imcluded in the peraonel income seriea of the Offics of Busi-
ness Economics. Contrel totals of the te amounts
of incorne, by type of income, and of the toinl number of
familia were derived as explained on pages 653 and 78 of the
Income Distribution supplement. Families not filing re-
turns were inaluded initially by substituting the nomber of
families with ncomes wader §1,000 ehown in the inflaced
aa.tn]i-;;:raumys of the Cenaus Burcaw for the mrmspnndinﬁ
pumber derived in preceding steps. The totn]l number o
nonform families in tha distribution st this point agreed
very closely with the control tetnl number of such familics
that had besn established.

To add the income not sccounted for, n comparison was
first made betwsen the mmounts of ench mejor type of
income—vwnges and salories, business and partnership
in dividends, intéreat, rent, etc.,—covered in the tax-
reburn-bnssd distribution for nonfarm families and tha
corresponding control totals for’ that graup developed from
the personal Income series,

Dotailed information was available for enrlier yenrs, ne
describod in the Income Distribution supplemant, on the
distribution oy Income brackets of certnin major elements
of income that had to be added {nopmoney income, social
seeurity benefits, and othar transfar !pa[gfmenta.} A distri-
bution by femtily income Brackets of the total amount of
ineomo not coversd in the tax-reburn-bused nonfarm family
distribution wasz sstimated, kking into acoount thiz informu-
tion, the distribution of reported taxable incomes, and the
results of the IRS andit studies for 1048 ond 1040, The
amount of sdditional income jo sach income bracket wpa
sdded to the reported amount, and the families wero shifted
up the theoma eeale by using the interpolation procedures
deseribed on page 61 of the Income Distribution supplemeont.

The several zsteps describad above were niso carried throngh
for the yeor 1947 in order to determine whother the
in mathodology bnd intreduced any bosic differsnces in ths
income distmibution series for nonfarm {families. Tho
resulting distribution was found to be closely similar to that

resented ior 1947 in the Income Distribution supplemont.
ince the split-income provision for tax returns wos not in
operntion in 1947 and since. the sample date used in the
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Income Dhistribution au[pflamant for combining earners
into tomilies applied to the pdjacent yesr 1948, the 1947
inmq::lid diatrihuﬁ:lp l:f:-'i'; Eunfam} fa.lﬂlilifﬂ in the supplement
provided mora relin gures for that yeor than the
cedure dezeribed above, 7 pre”

For {orm operator families, the income distributions for
1950 and 1051 wera derived by esmentiolly the same pro-
¢edurea that are deseribed m the Income Distribuiion
supplomant. and are subject to the same limjtations. The
estimates forunatinched individunls were obtained by extropo-
lating the 1947 figurea derived in tha supplement on ths
basis of the increase in the aversge mcoms of the group,
on the assumption that relative incoma diffevences amo
thess individuels had not changed.* It may be noted tha
detailed mcome-tax-basm] estimates for unatieched indi-
viduals showed practisaily no in ralndive incoms dis-
tribution during the 19£4-47 petiod.

Before-tux distributions for 1953

Tabulations of Federal individual incoma tax returns ars
noi yet svnilable for 1953 so that the estimates for thaf year
are of o preli charagter. Semple dats on the size
distribution of consumer wunita were awnilable from the
Federnl Resarve Board'a sanusl Survey of Consumner Fi-
nences which indiceted that for multiperson families and for
unsattached individwals, relative differences in incomes wers
eegent the sume in 1853 ns in 1951. A.mm'dinﬁl}f, the
Income distribution for each proup was estimeted here by
sxtrapoleting the correspending 1951 distribution on the
assumption of ymehanged rvelative income diffarences.! A
similar azsumption wos mede in the case of the farm oper-
ator family group, snd the distribution for nonfarm families
was obtained by subtracting the farm disteibution from the
all-fanily estimabes, Conirol totals for 1952 for total
fnmily income and the totel namber of consumer units wers
obtained for the three consumer groups by the procedures
outlined in the Income Diatribution supplement.

Federal individual income tax liabilities

Fadersl individual ingoms tax liability is defined here ns
the lipkility reported on individual income tox retums plus
an allowance for taxes collected through subsequent oudit,
minuz labilities of military perscnnel not living with their
families, minus lizbilities on net copitnl gains,

Tiva alalitial ke wers gindlor b0 thors descibed b Baolnote 19,
of the Toroas Hon suppotsoit, b paan 3
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For 1950 pnd 1951, Pedersl individeo! income tox lia-
bilitiea of familica clessified by family persompl income
braakata rapresant assantia]lg a rearrangemant of the
lishilities Teported om individvel income tox returns os
tabulated by the IRS. In broad cutline, the procedurs for
desiving the family liahility figures wns to shift the reported
liabilities {after subtracting estimated liabilities on capital
gains) along with the returns as the lntier were combined
into family tnits and shifted from adjusted gross income ino
family personal income brackata by the procedurss outlined
above. Amounts of tax linkilities on cnpital paing that wera
subtracted wers estimoted on the bosis of tabulnsions
showing for ench adjusted gross income bracket the sinounts
of statutory net capital pains ted for alternasive tax,
and the amounts taxed at ordinsry rates, The tax on the
former was derivad by multiplying &a%rag&tcd NS b’{ the
sliernetive fax rate and that on the latter by mulbip!
other gains by the average effeciive tax rate in each ot
For unattached individunls, 1950 habilities were estimated
from. statutory tox rates as described an Eln.gm 74-76 of the
Income Distribution supplemnent, and those for 1651 by
extrapolating the 1950 figures by changes in statutory rates
for singls persons with ne dependenta.

Far 1988, for which comporable information from tax
retims wae not avnilable, the estimates of linbilities were
based on changes in stotutory tax rntes. Ratios of 1038
to 1951 average tax liabilitica for g‘i‘van amounta of net
income, basad on data supplied by the Treasury Department,
wers epplied to the 1651 Hability wverages for families and
unattached individuals at corresponding poinis on the family
income ecala,

The averages for 1950, 1951, and 1953 were than adjusted
proportionately so that when multiplicd by the numbers of
consumer unita in the warious famil;? income brocketes the
would neesunt fox the estimated total of Federsl individu
income tox linbility (08 defined for the purposes of this

rt) for those yeors. Although based in part on tex
collection data, the estimate of total tax linhility for 1953 is
praliminoyry,

Distributions of fomilies and unattoched individuals by
level of nfter-tax income wers derived for 1950, 1951 and 1953
by subtracting Faderol individusl incvine tax linhilitiss fram
family personal income in each jomily imcoms bracket, and
shifting the fumilies down the incoms sonle by using the
int ation procedurss described om page 61 of the Incoms
Distribution supplement.
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Toble 3.=Distribnton of Conmmer Units snd of Family Personnl Ineome by Family Porsonsl Ineome Lovel, Selectod Yeors, 1044-53
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